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CHAPTER 439"4.F.N0. 1915 

An act relating to commerce; changing the enforcement authority of the commissioner; provid- 
ing continuing education and reporting requirements for certain licenses; regulating inspections of 
cosmetology salons and schools; regulating disclosures of information and data; regulating securi- 
ties registrations and exemptions; regulating franchise registrations and definitions; regulating 
cancellations of membership camping contracts; modifying the bond or insurance requirements for 
abstractors; regulating residential building contractors; regulating certain real estate disclosures; 

regulating unclaimed properties and notaries public; removing a certain licensing exception; re- 

pealing an obsolete provision; amending Minnesota Statutes J 994, sections 45. 011, subdivision 1; 

45.027, subdivision 7, and by adding subdivisions; 47.206, subdivision 1; 53A.08I, subdivision 1; 
60K.19, subdivisions 7, 8, and I 0; 80A. 05, subdivision 1 ; 80/1.06, subdivision 3; 8011.09, by adding a 
subdivision; 80A.10, subdivision 4; 8011.11, by adding a subdivision; 80/1.14, by adding subdivi- 

sions; 80A.15, subdivisions 2 and 3; 80C. 01, by adding a subdivision; 80C.05, by adding a subdivi- 

sion; 82.19, subdivision 5; 82.195, subdivision 2; 82.196, subdivisions 1 and 2; 82.197, subdivisions 
1, 2, 3, and 4; 82.22, subdivision 13; 8211.11, by adding a subdivision; 82B.]9, by adding a subdivi- 

sion; 155/1.08, subdivision 3; l55A.09, subdivision 7; I55A.095,‘ 326.37, by adding a subdivision; 

326.87, by adding a subdivision; 326.91, by adding subdivisions; 326.99]; 332.34; 345.41; 345.42; 

345.43, by adding a subdivision; 345.515; 359.0], subdivisions 1 and 2; 359.02; and 359.061; Min- 

nesota Statutes 1995 Supplement, sections 16A.6701,_subdivision I; 80A.15, subdivision 1; 82.20, 

subdivision 15; 82.34, subdivision 7; 83.26, subdivision 2; and 386.66; proposing coding for new 
law in Minnesota Statutes, chapters 45; and 332; repealing Minnesota Statutes J 994, sections 

80A.J 4, subdivision 8; 326.95, subdivision 4; 326.97, subdivision 3; 326.99; and 345.43, subdivi- 

sions I and 2. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

ARTICLE 1 

GENERAL ENFORCEMENT 

Section 1. Minnesota Statutes 1995 Supplement, section 16A.6701, subdivision 1, 

is amended to read: 

Subdivision 1. STATE LICENSE AND SERVICE FEES. For purposes of section 
16A.665, subdivision 3, and this section, the term “state license and service fees” means, 

and refers to, all license fees, service fees, and charges imposed by law and collected by 

any state officer, agency, or employee, which are listed below or which are defined 
as 

departmental earnings under section 16A. 1285, subdivision 1, and the use of which is not 

otherwise restricted by law, and which are not required to be credited or transferred to a 

fund other than the general fund: 

Minnesota Statutes 1994, sections 3.9221; 5.12; 5.14; 5.16; 5A.04; 6.58; 13.03, sub- 

division 10; 16A.155; 16A.48; l6A.54; l6A.72; 16B.59; 16B.70; l7A.O4; 18.51, 
subdi- 

vision 2; 18.53; 18.54; 18C.55l; 19.58; 19.64; 27.041, subdivision 2, clauses (d) 
and (e); 

27.07, subdivision 5; 28A.08; 32.071; 32.075; 32.392; 35.71; 35.824; 35.95; 41C.l2; 
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45.027, subdivisions 3 and 6; 46.041, subdivision 1; 46.131, subdivisions 2, 7, 8, 9, and 
10; 47.101, subdivision 2; 47.54, subdivisions 1 and 4; 47.62, subdivision 4; 47.65; 
48.475, subdivision 1; 48.61, subdivision 7; 48.93; 49.36, subdivision 1; 52.01; 52.203; 
53.03, subdivisions 1, 5, and 6; 53.09, subdivision 1; 53A.03; 53A.05, subdivision 1; 
53A.081, subdivision 3; 54.294, subdivision 1; 55.04, subdivision 2; 55.095; 56.02; 
56.04; 56.10; 59A.O3, subdivision 2; 59A.06, subdivision 3; 60A.14, subdivisions 1 and 
2; 60A.23, subdivision 8; 60K.19, subdivision 5; 65B .48, subdivision 3; 70A.14, subdi- 
vision 4; 72B.04, subdivision 10; 79.251, subdivision 5; 80A.28, subdivisions 1, 2, 3, 4, 
5,6, 7, 7a, 8, and 9; 80C.04, subdivision 1; 80C.07; 80C.08, subdivision 1; 80C.16, subdi- 
visions 2 and 3; 80C.18, subdivision 2; 82.20, subdivision 8 and 9; 82A.04, subdivision 
1; 82A.08, subdivision 2; 82A.16, subdivisions 2 and 6; 82B.09, subdivision 1; 83.23, 
subdivisions 2, 3, and 4; 83.25, subdivisions 1 and 2; 83.26, subdivision 2; 83.30, subdi- 
vision 2; 83.31, subdivision 2; 83.38, subdivision 2; 85.052; 85.053; 85.055; 88.79, sub- 
division 2; 89.035; 89.21; 115.073; 115.77, subdivisions 1 and 2; 116.41, subdivision 2; 
116C.69; 116C.712; 116J.9673; 125.08; 136C.04, subdivision 9; 155A.045; 155A.16; 
168.27, subdivision 11; 168.33, subdivisions 3 and 7; 168.54; 168.67; 168.705; 
168A.152; 168A.29; 169.345; 171.06, subdivision 2a; 171.29, subdivision 2; 176.102; 
176.1351; 176.181, subdivision 2a; 177.30; 181A.12; 183.545; 183.57; 184.28; 184.29; 
184A.09; 201.091, subdivision 5; 204B.11; 207A.02; 214.06; 216C.261; 221.0355; 
239.101; 240.06; 240.07; 240.08; 240.09; 240.10; 246.51; 270.69, subdivision 2; 
27OA.07; 272.484; 296.06; 296.12; 296.17; 297.04; 297.33; 299C.46; 299C.62; 
299K.O9; 299K.095; 299L.07; 299M.04; 300.49; 318.02; 323.44, subdivision 3; 325D.415; 326.22; 326.3331; 326.47; 326.50; 326.92, subdivisions 1 and 3; 327.33; 
331A.02; 332.15, subdivisions 2 and 3; 332.17; 332.22, subdivision 1; 332.33, subdivi- 
sions 3 and 4; 332.54, subdivision 7; 333.055; 333.20; 333.23; 336.9—413; 336A.04; 
336A.05; 336A.09; 345.35; 345.43, subdivision 1 2a; 345.44; 345.55, subdivision 3; 347.33; 349.151; 349.161; 349.162; 349.163; 34971-64; 349.165; 349.166; 349.167; 
357.08; 359.01, subdivision 3; 360.018; 360.63; 386.68; and 414.01, subdivision 11; Minnesota Statutes 1994, chapters 154; 216B; 237; 302A; 303; 308A; 317A; 322A; and 322B; Laws 1990, chapter 593; Laws 1993, chapter 254, section 7; and Laws 1994, chap- 
ter 573, section 4; Minnesota Rules, parts 1800.0500; 1950.1070; 2100.9300; 75150210; and 9545.2000 to 9545.2040. 

Sec. 2. Minnesota Statutes 1994, section 45.011, subdivision 1, is amended to read: 
Subdivision 1. SCOPE. As used in chapters 45 to 83, 155A, 309, 332, 345, and 359, and sections 326.83 to 326.98, and 386.61 to 386.78, unless the context indic7a_tes other- 

wise, the terms defined in this section have the meanings given them. 
See. 3. [45.016] SERVICE OF ORDERS OR OTHER PAPERS. 
Service o_f orders 9_r other papers required or permitted tg be issued l_)}_I die commis- sioner related to die duties gig responsibilities entrusted to the commissioner may be by E of t_h_e following methods: 
(_1_) personal service consistent with requirements §o_r service pf a summons gr pro- cess under section 303.13 _o_r 543.19, pr under rug 4.03 o_f the Minnesota Rules Q Civil Procedure; 

£22 first class United States mail, including certified United States mail, or overnight 
express mail service, postage prepaid z_1n_d_ addressed to the party at the party’s last known 
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address. Service by United States mail, including certified mail, is complete upon placing 
the order or other paper in the mail or otherwise delivering the order or other paper to the 

United States mail servi?e.—Service by overnight express nrail service is completenpon 
delivering @o—rEr pr other documeiitto a_n authorized agerF__c§t_h_e expr_ess mag set?/1365 
O1‘ 

(2 any other method pf service provided under me laws relating tp duties _a_n_d r3 
sponsibilities entrusted to EIE commissioner. 

Sec. 4. Minnesota Statutes 1994, section 45.027, subdivision 7, is amended to read: 

Subd. 7. ACTIONS AGAINST LICENSEES. In addition to any other actions au- 
thorized by this section, the commissioner may, by order, deny, suspend, or revoke the 
authority or license of a person subject to the duties and responsibilities entrusted to the 

commissioner, as described under section 45.011, subdivision 4, or censure that person if 

the commissioner finds that: 

(1) the order is in the public interest; and 

(2) the person has violated any law, rule, or order related to the duties and responsibi- 

lities entrusted to the commissioner; or 

(3) the person has provided false, misleading, or incomplete information to the 
com- 

missioner or has refused to allow a reasonable inspection of records or premises; or 

(4) the person has engaged in an act or practice, whether or not the act or practice 

directly involves £13 business for which the person is licensed or authorized, which 
dem- 

onstrates that the applicant or_licensee is untrustworthy, financially irresponsible, E 
otherwisei—ncompetent _o_r unfialified t_o a__c_t under t_lE authority 93 license granted by t_h§ 
commissioner. 

Except for information classified as confidential under sections 6OA.O3, subdivi- 

sion 9; 60A.O31; 60A.93; and 6OD.22, the commissioner may make any data otherwise 
classified as private or confidential pursuant to this section accessible to an appropriate 

person or agency if the commissioner determines that the access will aid the law enforce- 

ment process, promote public health or safety, or dispel widespread rumor or unrest. If 
the commissioner determines that private or confidential information should be dis- 

closed, the commissioner shall notify the attorney general as to the information to be dis- 

closed, the purpose of the disclosure, and the need for the disclosure. The attorney gener- 
al shall review the commissioner’s determination. If the attorney general believes that the 

commissioner’s determination does not satisfy the purpose and intent of this provision, 

the attorney general shall advise the commissioner in writing that the information may 
not be disclosed. If the attorney general believes the commissioner’s determination satis- 

fies the purpose and intent of this provision, the attorney general shall advise the commis- 

sioner in writing, accordingly. 

After disclosing information pursuant to this provision, the commissioner shall ad- 

vise the chairs of the senate and house of representatives judiciary committees of the dis- 

closure and the basis for it. 

See. 5. Minnesota Statutes 1994, section 45.027, is amended by adding a subdivi- 
sion to read: 
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Subd 12 CONDITIONS OF RELICENSURE. A revocation g a license prohib- 
its the licenga from making 

_a rig/_ application fg a license fo_r at l_e_a_st_ t:\N_0 sits ffiilflq 
effEive date of the revocation. The commissioner may, as a condition o_f reapplication, 
require £ea—p1ficant t_o obtain a bond pr comply with additional reasonable conditions o_f 
licensure tfi commissioner considers necessary t_o protect die public. 

Sec. 6. Minnesota Statutes 1994, section 53A.08l, subdivision 1, is amended to 
read: 

Subdivision 1. ANNUAL REPORT. On or before March-I April 352, a licensee shall 
file an annual report with the commissioner for the previous calendar year. The report 
must contain inforination that the commissioner may reasonably require concerning, and 
for the purpose of examining, the business and operations of each licensed currency ex- 
change. 

Sec. 7. Minnesota Statutes 1994, section 60K.19, subdivision 7, is amended to read: 
Subd. 7. CRITERIA FOR COURSE ACCREDITATION. (a) The commissioner 

may accredit a course only to the extent it is designed to impart substantive and procedur- 
al knowledge of the insurance field. The burden of demonstrating that the course satisfies 
this requirement is on the individual or organization seeking accreditation. The commis- 
sioner shall approve any educational program approved by Minnesota Continuing Legal 
Education relating to the insurance field. The commissioner is authorized to establish a 
procedure for renewal of course accreditation. 

(b) The commissioner shall approve or disapprove professional designation ex- 
aminations that are recommended for approval by the advisory task force. In order for an agent to receive full continuing education credit for a professional designation examina- 
tion, the agent must pass the examination. An agent may not receive credit for classroom 
instruction preparing for the professional designation examination and also receive con- 
tinuing education credit for passing the professional designation examination. 

(c) The commissioner may not accredit a course: 
(1) that is designed to prepare students for a license examination; 
(2) in mechanical office or business skills, including typing, speedreading, use of 

calculators, or other machines or equipment; 

(3) in sales promotion, including meetings held in conjunction with the general busi- 
ness of the licensed agent; 

(4) in motivation, the art of selling, psychology, or time management; or 
(5) which can be completed by the student at home or outside the classroom without 

the supervision of an instructor approved by the department of commerce, except that home—study courses may be accredited by the commissioner if the student is a nonresi- 
dent agent residing in a state which is not contiguous to Minnesota. 

Sec. 8. Minnesota Statutes 1994, section 60K. 19, subdivision 8, is amended to read: 
Subd. 8. MINIMUM EDUCATION REQUIREMENT. Each person subject to 

this section shall complete a minimum of 30 credit hours of courses accredited by the commissioner during each 24-month licensing period after the expiration of his or her 
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initial licensing period. At least 15 of the 30 credit hours must be completed during the 
first 12 months of the 24-month licensing period. Any person whose initial licensing pe- 
riod extends more than six months shall complete 15 hours of courses accredited by the 
commissioner during the initial license period. Any person teaching or lecturing at an ac- 
credited course qualifies for 1-1/2 times the number of credit hours that would be granted 
to a person completing the accredited course. N o more than 15 credit hours per licensing 
period may be credited to a person for courses sponsored by, offered by, or affiliated with 
an insurance company or its agents. Continuing education must be eamed no later: than 
September 39 efthe renewal yeae Courses sponsored by, offered by, or affiliated with an 
insurance company or agent may restrict its students to agents of the company or agency. 

Sec. 9. Minnesota Statutes 1994, section 60K.l9, subdivision 10, is amended to 
read: 

Subd. 10. REPORTING. (a) After completing the minimum education require- 
ment, each person subject to this section shall file or cause to be filed a compliance report 

in accordance with the procedures adopted by the commissioner. The compliance report 
must not claim credit for continuing education not actually completed at 

the date o_f filing 

me report. 
(b) An institution offering an accredited course shall comply with the procedure for 

reporting compliance adopted by the commissioner. 

(c) If a person subject to this section completes a nonaccredited course, that 
person 

may submit a written report to the advisory committee accompanied by a fee of not more 
than $10 payable to the state of Minnesota for deposit in the general fund. This report 

must be accompanied by proof satisfactory to the commissioner that the person has com- 

pleted the minimum education requirement for the annual period during which the non- 
accredited course was completed. Upon the recommendation of the advisory committee 
that the course satisfies the criteria for course accreditation, the commissioner may ap- 
prove the nonaccredited course and shall so inform the person. If the nonaccredited 

course is approved by the commissioner, it may be used to satisfy the minimum education 
requirement for the person’s next annual compliance period. 

Sec. 10. Minnesota Statutes 1995 Supplement, section 82.20, subdivision 15, is 

amended to read: 
Subd. 15. EXEMPTION. The following persons, when acting as closing agents, 

are exempt from the requirements of sections 82.19 and 82.24 unless otherwise required 

in this section or chapter: 

(1) a direct employee of a title insurance company authorized to do business in 
this 

state, or 5 direct employee Eff; We company, or aperson who has 5 agency agree—mTent 
wi_tFa-title insurance company or a title company in which the agent agrees to perform 
c1osing_s'e_rvices on the title insur—ar_rce company’s or title company’s behalf and the title 

insurance company or titTe_company assumes resptmsibility for the actions of the 
agen_fa_s 

if the agent were a direct employee of the tit1_e insurance company _o_r title company; 

(2) a licensed attorney or a direct employee of a licensed attorney; 

(3) a licensed real estate broker or salesperson; 

(4) a direct employee of a licensed real estate broker if the broker maintains all 
funds 

received in connection with the closing services in the broker’s trust account; and 
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(5) any bank, trust company, savings association, credit union, industrial loanfand 
thrift company, regulated lender under chapter 56, public utility, or land mortgage or arm 
loan association organized under the laws of this state or the United States, when engaged 
in the transaction of businesses within the scope of its corporate powers as provided by 
law", gig 

(6) a title insurance company authorized t_o do business _sta_t<3 g a titl_egg_I1gf: E whi—ch th_e appointed agent o_f a t_itl_e insurance company authorized t3 dp business in 
this state. 

See. 11. Minnesota Statutes 1995 Supplement, section 82.34, subdivision 7, is 
amended to read: 

Subd. 7. When any aggrieved person obtains afinal judgment in any court of compe- 
tent jurisdiction regardless of whether the judgment has been discharged by a bankruptcy 
court against an individual licensed under this chapter, on grounds of fraudulent, decep- 
tive, or dishonest practices, or conversion of trust funds arising directly out of any trans- 
action when the judgment debtor was licensed and performed acts for which a license is 
required under this chapter, or performed acts permitted by section 327B.04, subdivision 
5, the aggrieved person may, upon the judgment becoming final, and upon termination of 
all proceedings, including reviews and appeals, file a verified application in the court in which the judgment was entered. The application shall state with specificity the grounds upon which the application seeks to recover from the fund, and request an order directing 
payment out of the fund of the amount of actual and direct out of pocket loss in the trans- 
action, but excluding any attorney’s fees, interest on the loss and on any judgment ob- 
tained as a result of the loss, up to the sum of $150,000 of the amount unpaid upon the judgment, provided that nothing in this chapter shall be construed to obligate the fund for more than $150,000 per claimant, per transaction, subject to the limitations set forth in subdivision 14, regardless of the number of persons aggrieved or parcels of real estate involved in the transaction, provided that regardless of the number of claims against a 
licensee, nothing in this chapter may obligate the fund for more than $250,000 per licens- 
ee. An aggrieved person who has a cause of action under section 80A.23 shall first seek recovery as provided in section 80A.05, subdivision 5, before the commissioner may or- der payment from the recovery fund. For purposes of this section, persons who are joint tenants or tenants in common are deemed to be a single claimant. A copy of the verified 
application shall be served upon the commissioner and upon the judgment debtor, and a 
certificate or affidavit of service filed with the court. For the purpose of this section, “ag- grieved person” shall does not include a government agency, financial institution, or oth- er entity that purchase?,g_ua_ra1itees, orinsures a loan secured by real estate, and d<i=:sh5t include aTi(Tensee unless (1) the liceifiee is actirTg_inThe capaciF6f17rincipalin‘the—s—a_le of interests in real property owned by the licensee; or (2) the licensee is acting in the capacity of principal in the purchase of interests in real property to be owned by the licensee. Un- der no circumstances shall a licensee be entitled to payment under this section for the loss of a commission or similar fee. 

For the purposes of this section, recovery is limited to transactions where the proper- 
ty involved is intended for the direct personal habitation or commercial use of the buyer. 

Except for securities permitted to be sold by a licensee pursuant to section 82.19, subdivision 7, for any action commenced after July 1, 1993, recovery under this section is 
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not available where the buyer’s participation is for investment purposes only, and is lim- 

ited to providing capital to fund the transaction. 

Sec. 12. Minnesota Statutes 1995 Supplement, section 83.26, subdivision 2, is 

amended to read: 

Subd. 2. GENERALLY; TRANSACTIONS. Unless the method of offer or sale is 
adopted for the purpose of evasion of sections 83.20 to 83.42, 83.43 and 83.44, the 

fol- 

lowing transactions are exempt from sections 83.23, 83.24, 83.25, 83.28, 83.29, and 

83.30: 

(a) the offer or sale of an interest in subdivided land by an owner, other than 
the sub- 

divider, acting as principal in a single or isolated transaction; 

(b) the offer or sale of all of the subdivided lands within a subdivision 
in a single 

transaction to any person; 

(c) the offer or sale of subdivided land pursuant to an order of 
competent jurisdic- 

tion, other than a court of bankruptcy; 

(d) the offer or sale of subdivided land consisting ofnot more than ten 
separate lots, 

units, parcels, or interests in the aggregate, provided that no subdivider may make an of- 

.__...__.__ ____.._j_.__.:____._.___..___.____j.___._i_._.___.__ 

(e) the offer or sale of subdivided lands which have been registered 
under section 

83.23, subdivision 2, if there are no more than ten separate lots, units, parcels, or interests 

remaining to be sold and no material change has occurred in the information on file with 

the commissioner; 

(f) the offer and sale of subdivided land located within the corporate 
limits of a mu- 

nicipality as defined in section 462.352, subdivision 2, which municipality has 
adopted 

subdivision regulations as defined in section 462.352, except those lands 
described in 

section 83.20, subdivision 13; 

(g) the offer and sale of apartments or condominium units as 
defined in chapters 515 

and 515A, and units in common interest communities as defined in chapter 515B; 

(h) the offer and sale of subdivided lands used primarily for 
agricultural purposes 

provided each parcel is at least ten acres in size; 

(i) the offer or sale of improved lots if: 

(1) the subdivider has filed with the commissioner, no later than 
ten business days 

prior to the date of the first sale, a written notice of its intention to offer or 
sell improved 

lots, which notice shall be accompanied by a fee of $50, together with a copy 
of the public 

offering statement accepted by the situs state and the standard purchase agreement 
which 

documents are required to be supplied by the subdivider to the purchaser; and 

(2) the subdivider deposits all downpayments in an escrow account 
until all obliga- 

tions of the subdivider to the purchaser, which are pursuant to the terms of the 
purchase 

agreement to be performed prior to the closing, have been performed. The subdivider 

shall provide the purchaser with a purchase receipt for the downpayment paid, 
a copy of 

the escrow agreement and the name, address, and telephone number of the escrow 
agent. 
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The escrow agent shall be a banlt located in Minnesota. All downpayments shall be de- 
posited in the escrow account within two business days after receipt, and 

(j) the offer of sale of subdivided lands by a subdivider that has been granted an ex- 
emption from registration by the federal Department of Housing and Urban Develop- 
ment under the multiple site subdivision exemption, if the subdivider provides a written 
notice of the offer of sale to the commissioner before any offers or sale commence. 

The written notice must include the name of the subdivision, the county and state in 
which the subdivision is located, and the number of lots in the subdivision, and a nota- 
rized affidavit that all proposed improvements have been completed and the costs of all 
the improvements have been fully paid, or that the cost of any uncompleted road 
construction or survey expenses are covered by a bond or escrow account payable to the 
entities responsible for providing or completing the roads or surveys. The escrow ac~ 
count must be with an independent escrow agent. 

The subdivider must also provide to the commissioner a copy of the federal Housing 
and Urban Development exemption order and the most recent annual confirmation letter 
which indicates that the order is still in effect. 

If the closing services are provided by the subdivider or an affiliate of the subdivid- 
er, purchasers must manually initial in the Housing and Urban Development Lot In- 
formation Statement both the disclosure on all the liens, reservations, taxes, assessments, 
easements, and restrictions applicable to the lot purchased and the disclosure on the risks 
of not obtaining clear title. 

The commissioner may, by rule or order, suspend, revoke, or further condition the 
exemptions contained in clauses (f), (g), (h), (i), and (1), or may require such further in- 
formation as may be necessary for the protection of purchasers. 

The commissioner may by rule or order suspend, revoke, or further condition the 
exemptions contained in clauses (f), (g), (h), and (i) or may require such further informa- 
tion as may be necessary for the protection of purchasers. 

The rulemaking authority in this subdivision does not include emergency rulemak- 
ing authority pursuant to chapter 14. 

Sec. 13. Minnesota Statutes 1994, section l55A.08, subdivision 3, is amended to 
read: 

Subd. 3. HEALTH AND SANITARY STANDARDS. Minimum health and sani- 
tary standards for the operation of a salon shall be establishedby rule. A salon shall not be 
located in a room used for residential purposes. If a salon is in the residence of a person 
practicing cosmetology, the rooms used for the practice of cosmetology shall be com— 
pletely partitioned off from the living quarters. There shall be an inspection atleast annu- 
ally The salon may E inspected as often as the commissioner considers necessary to af- 
firm compliance. 

Sec. 14. Minnesota Statutes 1994, section 155A.09, subdivision 7, is amended to 
read: 

Subd. 7. INSPECTIONS. All schools shall my be inspected at least once a year as often as t_h_e commissioner considers necessary to affirm compliance. The commissioner shall have the authority to assess the cost of the inspection to the school. 
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See. 15. Minnesota Statutes 1994, section 155A.095, is amended to read: 

155A.095 INSPECTIONS. 
The commissioner is responsible for inspecting salons and schools licensed pur- 

suant to this chapter to assure compliance with the requirements of this chapter. The com- 
missioner shall direct department resources first to the inspection of those licensees who 
fail to meet the requirements of law, have indicated that they present a greater risk to the 
public, or have otherwise, in the opinion of the commissioner, demonstrated that they re- 

quire a greater degree of regulatory attention. In no event shall a salon or school he in- 

spected less ofiten that; once each year- 

Sec. 16. Minnesota Statutes 1994, section 332.34, is amended to read: 

3 32.34 BOND. 
The commissioner of commerce shall require each collection agency licensee to 

annually file and maintain in force a corporate surety bond, in a form to be prescribed by, 
and acceptable to, the commissioner, and in the sum of $20,000. An applicant for a new or 
renewal license may request that the amount of the bond be reduced to an amount not less 
than $5,000. This request may be granted upon a showing that the total dollar amount 
received from debtors by the collection agency in the preceding fiscal year did not exceed 
$30,000. A collection agency may deposit cash in and with a depository acceptable to the 
commissioner in an amount and in the manner prescribed and approved by the commis- 
sioner in lieu of a bond. 

Sec. 17. [332.395] COMlVIISSIONER’S POWER OVER INEFFECTIVE LI- 
CENSES. 

If a license lapses, is surrendered, withdrawn, terminated, or otherwise becomes in- 
effecHv_e, the commissioner of commerce may do either or both of the following: m 
institute a ficeeding under section 45.027 %in—t'\>vo_y—e_ar—s_aEr~th—e1—icense was laste—fi 
fective and enter a revocation or suspension order 2-1s_o—f the la§$tce—c>n whichT1el_ic—:eIis—e 

was e—fEct', (_22impose a penalty § provided-£?Ei__r1—sec_tioT1-4_5._027, subdivision 
Sec. 18. Minnesota Statutes 1994, section 345.41, is amended to read: 

345 .41 REPORT OF ABANDONED PROPERTY. 
(21) Every person holding funds or other property, tangible or intangible, presumed 

abandoned under sections 345.31 to 345.60 shall report annually to the commissioner 
with respect to the property as hereinafter provided. 

(b) The report shall be verified and shall include: 

(1) except with respect to trave1er’s checks and money orders, the name, if known, 
and last known address, if any, of each person appearing from the records of the holder to 
be the owner of any property of the value of $100 or more presumed abandoned under 
sections 345.31 to 345.60; 

of unclaimed funds of life insurance corporations, the full name of the 
known address according to the (2) in case 

policyholder, insured or annuitant and that person’s last 
life insurance corporation’s records; 

(3) the nature and identifying number, if any, or description of the property 
and the 

amount appearing from the records to be due, except that items of value under $100 each 

may be reported in aggregate; 
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(4) the date when the property became payable, demandable or returnable, and the 
date of the last transaction with the owner with respect to the property; and 

(5) other information which the commissioner prescribes by rule as necessary for 
the administration of sections 345.31 to 345.60. 

(c) If the person holding property presumed abandoned is a successor to other per- 
sons who previously held the property for the owner, or if the holder has changed a name 
while holding the property, the holder shall file with the report all prior known names and 
addresses of each holder of the property. 

(d) The report shall be filed before November 1 of each year as of June 30 next pre- 
ceding, but the report of life insurance corporations shall be filed before October 1 of each 
year as of December 31 next preceding. The commissioner may postpone the reporting 
date upon written request by any person required to file a report. 

(e) if the holder of property presumed abandoned under sections 345%: to 345760 
lenowsthewhereaboutsoftheownerandiftheowneriselaimhasnotbeenbarredbythe 
statute of theholder shall; before filing the annualreport; infermthe ownerof 
the steps neeessar-y to prevent abandonment from being presumed: Not more than 120 
days before filing the report required by this section, the holder in poss?ssicTofprc7per—t3/ 
abandoned a_r_1d—suW:ct to custody ashnaaimed pro-Erty under‘ this chapter—shal1 send 
written notiE‘to the pre§1med owrier at that owner’s last known—ad_dress info?rE1,g—tlie 
owner th_at the holder is possession oftfofaerty subje_cTto chapter and advising th—e owner o_f Lliisteps neaessary t_o prevent abandonment 

Q the holder @ records Q address f_(§ the presumed owner th_at the holder's 
records d_o _I1_C£ disclose t_o E inaccurate; 
Q t_l§ claim if th_e apparent owner E barred _b_y_ @ statute of limitations; and 
(_3_2 th_e property _l1z1_s a value pf $100 gr more. 

(f) Verification, if made by a partnership, shall be executed by a partner; if made by an unincorporated association or private corporation, by an officer, and if made by a pub- 
lic corporation, by its chief fiscal officer. 

(g) Holders of property described in section 345.32 shall not impose any charges 
against property which is described in section 345.32, clause (a), (b) or (c). 

(11) Any person who has possession of property which the person has reason to be- 
lieve will be reportable in the future as unclaimed property may, with the permission of 
the commissioner, report and deliver such property prior to the date required for reporting 
in accordance with this section. 

Sec. 19. Minnesota Statutes 1994, section 345.42, is amended to read: 
345.42 NOTICE AND PUBLICATION OF LISTS OF ABANDONED PROP- ERTY. 
Subdivision 1. On or before April -1- of eaeh year Within the calendar year next fol- 

lowing the year in which abandoned property has been paid or—delivered toThe tmfinfi 
sioner, th—e Ernissioner shall cause notice t<3—Ee_fi1blE=,—d_a1t least once—bHt‘not more 
than twice in an English language newspaper of general circulation in the county in this 
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state in which is located the last known address of any person to be named in the notice. If 
no address is listed or if the address is outside this state, the notice shall be published in the 
county in which the holder of the abandoned property has a principal place of business 
within this state. 

Subd. 2. The published notice shall be entitled “notice of names of persons appear— 
ing to be owners of abandoned property,” and shall contain: 

(a) the names in alphabetical order and last known addresses, if any, of persons listed 
in the report and entitled to notice within the county as hereinbefore specified; 

(b) a statementthatiniermaaeneeneemingdiesmeanterdeseéptieneftheprepep 
tyandthemmeandaddiess9£meheldermaybeebtainedbyanypememp%ses$ngan 
interest in the pieperty by addiessing an inquiry as the explaining that 

property of the owner has been presumed to be abandoned and has been taken intofiie 
protective__c1Ftody pf t_Eco—rn_missioner; 

a1?d'— 
_— —' _— -1 —_- 

(c) a statement thatifpreefefelaimisnetpresentedbytheewnertethehelderandif 
tlieewner—’sr-ighttereeei-ve' theprepertyisnetestabiishedtethehelderissatisfaetiea 

siener-' to whom aiiiurthereleiinsmustthereafterbe direeted information about the aban- 
doned property and its return to the apparent owner may be obtained at any timeb—yfie—r— 
son having a legal—<_)1‘_l-5eneficiali'r1t_erest gilt prope§t?@_making E—iriqT1ir—y_§E1:e_—(:—oE 
missioner. 

The commissioner is not required to publish in such notice any item of less than 
$100 unless the commissioner deems such publication to be in the public interest. 

Subd. 3. On or befere April ; e£ each year Within me calendar ya nflct following 
the year in which abandoned property has been paid or delivered to §i_e commissioner, the 
c—Jmmiss—ioner may mail a notice to eac—h_person havfig an address listed therein who ap- 
pears to be entitled to property of the value of $100 or more presumed abandoned under 
sections 345.31 to 345.60. Said notice shall contain: 

(a) a statement that, according to a report filed with the commissioner, property is 

being held to which the addressee appears entitled; 

(b)thenmneandaddresse£theperwnheldingtheprepeHymidanyneeessasym- 
regaiding ehanges of name and address 91;‘ the helder a statement explaining 

that property of the owner has been presumed to be abandoned and has 
been taken into the 

protective custody of me commissioner; and 

(c) astatementthatiifsatisfaeter-ypieefefielaimisnetpresentedbytheewnertethe 
holderbyshedatespeeifiedmthepubhshednodcetheprepertywiflbeplaeedmtheeus 
ted-y of the te whem all further elairns must be directed information about 
me abandoned property and return t_o _tE apparent owner_rI_1ay E obtained a_t an_y time 
by a person having a legal o_r beneficial interest that property by making E inquiry t_o 
tlg commissioner. 

Subd. 4. This section is not applicable to sums payable on traveler’s checks or 
money orders presumed abandoned under section 345.32. 
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Sec 20. Minnesota Statutes 1994, section 345.43, is amended by adding a subdivi- 
sion to read: 

Subd. 2a. HOLDER’S OBLIGATIONS. At the time of the filing of die §pgr_t_ re: 
quired under_section 345.41 z_1n_d that report, th_e holder reporting property presumed 
abandoned and subject t_o custody as unclaimed property E Q d_ehy<g £9 §h_6 {SL1- 
missioner all—c>f the property shown gr tlg report E remaining unclaimedby E; appar- _# 

Upon written request showing good cause, the commissioner may postpone the pay- 
mentor delivery upon the terms or conditions the commissioner considers necessary and 
appropriate. 

The property paid or delivered to the commissioner shall include gdl interest, divi- 
dend§,—increments,_ic_l aécretions duel payable, pr distributable o_n E property E l_\I_o_- vember L or October 1 Q a life insurance company. E payment or delivery is postponed, 
the property pr delivered t2 th_e commissioner shall include accretions dug payable, E distributable Q th_e dfl that E property [Laid or delivered t_o the commissioner. 

Sec. 21. Minnesota Statutes 1994, section 345.515, is amended to read: 
345.515 AGREEMENTS TO LOCATE REPORTED PROPERTY. 
It is unlawful for a person to seek or receive from another person or contract with a 

person for a fee or compensation for locating property knowing it to have been reported 
or paid or delivered to the commissioner pursuant to chapter 345 prior to seven months 
after the date of delivery ofithe property by the holder to published notice by the commis- 
sioner as required by section 34543 345.42. 

No agreement entered into after seven months from the date of del-iyery or‘ the prop- 
erty by the holder to published notice by the commissioner is valid if a person thereby 
undertakes to locate property included 1? a report for a fee or other compensation exceed- 
ing ten percent of the value of the recoverable property unless the agreement is in writing 
and signed by the owner and discloses the nature and value of the property and the name 
and address of the holder thereof as such facts have been reported. Nothing in this section 
shall be construed to prevent an owner from asserting at any time that an agreement to 
locate property is based upon an excessive or unjust consideration. 

Sec. 22. Minnesota Statutes 1994, section 359.01, subdivision 1, is amended to read: 
Subdivision 1. RESIDENT NOTARIES. The governor may appoint and commis- 

sion as notaries public, by and with the advice and consent of the senate, as many citizens 
of this state or resident aliens, over the age of 18 years, as the governor considers neces- 
sary. The commissioner of commerce shall perform all duties necessary to appoint and 
comiriiTs.ion notaries public under this§3_c—tion on the_governor’s behalf. 

_ — 
Sec. 23. Minnesota Statutes 1994, section 359.01, subdivision 2, is amended to read: 
Subd. 2. NONRESIDENT NOTARIES. o£sulodi- 

vision 1-, The governor may appoint as notai=y publie or the commissioner of commerce, 
acting o_n th_e governoi"s behalf, by and with the advi—c‘eEid consent of the_senate, may 
appoint as notary public a person who is not a resident of this state if: 

—_ 
(1) the person is a resident of Wisconsin, Iowa, North Dakota, or South Dakota, and 

of a county that shares a boundary with this state; 
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(2) the person designates the commissioner as agent for the service of process for all 
purposes relating to notarial acts and for receipt of all correspondence relating to notarial 
acts. 

Sec. 24. Minnesota Statutes 1994, section 359.02, is amended to read: 

359.02 TERM. 
A notary commissioned under section 359.01 holds office for five years, unless 

sooner removed by the governor or the district court, or by action of the commissioner. 
Within 30 days before the expiration of the commissi6n_a notary ma3I_t)e_re:appointed for a 
new term to commence and to be designated in the new commission as beginning upon 
the day immediately following the date of the expiration. The reappointment takes effect 
and is valid although the appointing governor may not be in the office of governor on the 
effective day. 

(a) All notary commissions issued before January 31, 1995, will expire on January 
31, 1995. 

(b) All notary commissions issued after January 31, 1995, will expire at the end of 
the licensing period, which will end every fifth year following January 31, 1995. 

(c) All notary commissions issued during a licensing period expire at the end of that 
period as set forth in this section. 

See. 25. Minnesota Statutes 1994, section 359.061, is amended to read: 

359.061 RECORD OF COMMISSION; CERTIFICATE. 
The commission of every notary shall be recorded in the office of the court adminis- 

trator of the district court of the notary’s county of appointment residence, in a record kept 
for that purpose. The court administrator, when requested, shall certify to official acts in 
the manner and for the fees prescribed by statute or court rule. 

Sec. 26. UNCLAIMED PROPERTY STUDY. 
The attorney general, in consultation with the department of commerce, shall study 

unclain—1ed property laws and make recomrfincfitions to the legislature by Decefnber 1, 
1996, with respect t()—L<:gaTs_trategies and improved enforcement tools tat the program 
Eam ifiolement as_a means to maxinffe the program’s ability to collec—tand_return gr: 
claimed propertyloifi prope_r_owners Wmesota. 

— —_ 

Sec. 27. REPEALER. 
Minnesota Statutes 1994, section 345.43, subdivisions 1 an_d 2, are repealed. 

Sec. 28. EFFECTIVE DATES. 
Sections '_7, 1_0 to la a_r1d_ _2§ ar_e effective Q d_ay following final enactment. 
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ARTICLE 2 

SECURITIES 

Section 1. Minnesota Statutes 1994, section 45.027, is amended by adding a subdi- 
vision to read: 

Subd. jg AUTHORIZED DISCLOSURES Il\_lFOl{MATIQN DATA. 
The commissioner may release and disclose any active or inactive investigative informa- 
tifi and data on li_c‘e-nqsees to 557 national securities exchange or national securities 
association registered undert—lle—S-ecurities Exchange gt _o_f 1934 fien necessary for the 
requesting agency in initiating, furthering, or completing E investigation. 

Sec. 2. Minnesota Statutes 1994, section 80A.O5, subdivision 1, is amended to read: 
Subdivision 1. A broker-dealer, agent or investment adviser may obtain an initial or 

renewal license by filing with the commissioner or a designee an application together 
with a consent to service of process pursuant to section 8OA.27, subdivision 7. The ap- 
plication shall be on a form prescribed by the commissioner and shall contain whatever 
information the commissioner requires concerning such matters as the applicant’s form 
and place of organization, proposed method of doing business and financial condition, 
the qualifications and experience of the applicant, including, in the case of a broker—deal- 
er or investment adviser, the qualifications and experience of any partner, officer, director 
or controlling person, any injunction or administrative order or conviction of a misde- 
meanor involving securities and any conviction of a felony. The commissioner may by 
order, with respect to any particular application, require the submission of information 
concerning any other matters which the commissioner determines are relevant to the ap- 
plication. The commissioner may by rule or order require an applicant for an initial li- 
cense to publish an announcement of the application in one or more specified newspapers 
published in this state. 

If no denial order is in effect, no proceeding is pending under section 80A.07, and all 
of the requirements of this subdivision and subdivision 3 have been complied with, the 
licensing becomes effective 30 days after an application is filed. The commissioner may 
by rule or order specify an earlier effective date, and may by order defer the effective date 
until 30 days after the filing of any amendment. 

E application tha_t incomplete be considered withdrawn 13 activity occurs with respect 9 15 application f_or a period of_1iO days. Notwithstanding section 80A.28, 
subdivision 1, paragraph (o), no part of the filing fee shall be returned if a registration 

Sec. 3. Minnesota Statutes 1994, section 80A.06, subdivision 3, is amended to read: 
Subd. 3. If the information contained in any document filed with the comiriissioner 

is or becomes inaccurate or incomplete in any material respect, the licensee shall prempe 
ly within 3_Q days file a correcting amendment unless notification of the correction has 
been given under section 80A.04, subdivision 2. 

Sec. 4. Minnesota Statutes 1994, section 8OA.09, is amended by adding a subdivi- 
sion to read: 
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Subd. WITHDRAWAL. A registration statement that is incomplete will be con- 
sidered withdrawn if no activity oc_curs with respect to the E)-p_li_cation for a per13d_6f_l§U 
days. Notwithstanding—section 80A.28,§b—division I: paragraph (c), n-o_part of the_1°ilTg 

fee M be returned a registration statement wilhdrawn acc?oFlir—1gT_o’_Q_i_ss—ubdivi— 
§i'6n. 

Sec. 5. Minnesota Statutes 1994, section 80A. 10, subdivision 4, is amended to read: 

Subd. 4. WITHDRAWAL. A registration statement that has been on file with the 
%mmissioner£orapenodo£mnemomhsandhasnotbee9meefieeé¥eiseon$deredm 
have-beenu4mdwwnTHmeregisamiens&aememhasbeenamende$themne—menth 
periedmtistbeeomputedfromthedateefthelatestamenémeneis pending effectiveness 
will be considered withdrawn if no activity occurs with respect_to the application for a 
p—eT1ci'1'or 120 days. Notwithstzrfing the previsrerfifi section W728, subdivisio?1', 
parag1‘aph(TL Efirt of the filing fee shall be returned if a registration statement is with- 
drawn pursuant according to this subdivision. 

Sec. 6. Minnesota Statutes 1994, section 80A.11, is amended by adding a subdivi- 
sion to read: 

Subd. 5. WITHDRAWAL. A registration statement that is pending effectiveness 
will be considered withdrawn if no activity occurs with re§—pE:tto the application for 21 
E30? of 120 days. Notwithstz-fnfing section 80A.f8,—subdivisi$ Tparagraph (c),_r15 
part of thefiing fee shall be returned if a registration statement is with—drawn accor(figt_o 
tT_is-§l3a\ds‘E1."___~— 

_— _ — 

Sec. 7. Minnesota Statutes 1994, section 80A.14, is amended by adding a subdivi- 
sion to read: 

Subd. 20. QUALIFIED CHARITY. “Qualified charity” means an organization 
that is descri_l§d in section 501(c)(3) of the Internal Revenue Code and thafis not a private 
foundation as described in section _5@ o_f E Internal Revenue Code. a 

See. 8. Minnesota Statutes 1994, section 8OA.l4, is amended by adding a subdivi- 
sion to read: 

Subd. INTERNAL REVENUE CODE. “Internal Revenue Code” means 1:h_e 
Internal Revenue Code of 1986, as amended, United States Code, title 26, section 1 et seq. 

Sec. 9. Minnesota Statutes 1994, section 80A.l4, is amended by adding a subdivi- 
sion to read: 

Subd. POOLED INCOME FUND. “Pooled income fund” means _a trust that 
meets me requirements pf 2_1 pooled income fund Q defined section 642(C)(5) o_f th_e 
Internal Revenue Code, provided ga_t th_e remainder beneficiary a qualified charity. 

Sec. 10. Minnesota Statutes 1994, section 80A.14, is amended by adding a subdivi- 
sion to read: 

Subd. CHARITABLE REMAINDER TRUST. “Charitable remainder trust” 
means a trust that meets die requirements pf either a charitable remainder annuity trustE 
a charitable remainder unitrust as defined in section §6_4 g t_h_e Internal Revenue Code, 
provided tha_t th_e remainder berEficiary qualified charity. 
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Sec. 11. Minnesota Statutes 1994, section 80A.14, is amended by adding a subdivi- 
sion to read: 

Subd. 24. CHARITABLE LEAD TRUST. “Charitable lezg trust” EE 
that meets thereqiiirements p_f a charitable lid E § described section l70(F?(2) pf 
t~li?Internal—l1evenue Code, provided tlflt th_e l_e_ad beneficiary a qualified charity. 

Sec. 12. Minnesota Statutes 1994, section 80A.14, is amended by adding a subdivi- 
sion to read: 

Subd. 25. CHARITABLE GIFT ANNUITY. “Charitable annuity” means an 
annuity thaWneets the requirements if a charitable annuity as defined section 
50l(m)(5—)‘-if he Inanal Revenue Code? 

Sec. 13. Minnesota Statutes 1995 Supplement, section 8OA.15, subdivision 1, is 
amended to read: 

Subdivision 1. The following securities are exempted from sections 80A.08 and 
80A.16: 

(a) Any security, including a revenue obligation, guaranteed by the United States, 
any state, any political sub division of a state or any corporate or other instrumentality of 
one or more of the foregoing; but this exemption shall not -include any industrial revenue 
bend. Pursuant to section 106(c) of the Secondary Mortgage Market Enhancement Act of 
1984, Public Law Number 98-440, this exemption does not apply to a security that is 
offered or sold pursuant to section 106(a)(1) or (2) of that act. 

(b) Any security issued or guaranteed by Canada, any Canadian province, any polit- 
ical subdivision of any province, any agency or corporate or other instrumentality of one 
or more of the foregoing, if the security is recognized as a valid obligation by the issuer or 
guarantor; but this exemption shall not include any revenue obligation payable solely 
from payments to be made in respect of property or money used under a lease, sale or loan 
arrangement by or for a nongovernmental industrial or commercial enterprise. 

(c) Any security issued by and representing an interest in or a debt of, or guaranteed 
by, any bank organized under the laws of the United States, or any bank, savings institu- 
tion or trust company organized under the laws of any state and subject to regulation in 
respect of the issuance or guarantee of its securities by a governmental authority of that 
state. 

(d) Any security issued by and representing an interest in or a debt of, or guaranteed 
by, any federal savings association, or any savings association or similar association or- 
ganized under the laws of any state and authorized to do business in this state. 

(e) Any security issued or guaranteed by any federal credit union or any credit 
union, or similar association organized and supervised under the laws of this state. 

(0 Any security listed or approved for listing upon notice of issuance on the New 
York Stock Exchange, the American Stock Exchange, the Midwest Stock Exchange, the 
Pacific Stock Exchange, or the Chicago Board Options Exchange; any other security of 
the same issuer which is of senior or substantially equal rank; any security called for by 
subscription rights or warrants so listed or approved; or any warrant or right to purchase 
or subscribe to any of the foregoing. This exemption does not apply t9 second tier listings Q any pf E exchanges paragraph. 
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(g) Any commercial paper which arises out of a current transaction or the proceeds 
of which have been or are to be used for current transactions, and which evidences an 
obligation to pay cash within nine months of the date of issuance, exclusive of days of 
grace, or any renewal of the paper which is likewise limited, or any guarantee of the paper 
or of any renewal which are not advertised for sale to the general public in newspapers or 
other publications of general circulation or otherwise, or by radio, television or direct 
mailing. 

(h) Any interest in any employee’s savings, stock purchase, pension, profit sharing 
or similar benefit plan, or a self—employed person’s retirement plan. 

(i) Any security issued or guaranteed by any railroad, other common carrier or pub- 
lic utility which is subject to regulation in respect to the issuance or guarantee of its secu- 
rities by a governmental authority of the United States. 

(i) Any interest in a common trust fund or similar fund maintained by a state bank or 
trust company organized and operating under the laws of Minnesota, or a national bank 
wherever located, for the collective investment and reinvestment of funds contributed 
thereto by the bank or trust company in its capacity as trustee, executor, administrator, or 
guardian; and any interest in a collective investment fund or similar fund maintained by 
the bank or trust company, or in a separate account maintained by an insurance company, 
for the collective investment and reinvestment of funds contributed thereto by the bank, 
trust company or insurance company in its capacity as trustee or agent, which interest is 
issued in connection with an employee’s savings, pension, profit sharing or similar bene- 
fit plan, or a self—employed person’s retirement plan. 

(k) Any security which meets all of the following conditions: 

( 1) If the issuer is not organized under the laws of the United States or a state, it has 
appointed a duly authorized agent in the United States for service of process and has set 
forth the name and address of the agent in its prospectus; 

(2) A class of the issuer’s securities is required to be and is registered under section 
12 of the Securities Exchange Act of 1934, and has been so registered for the three years 
immediately preceding the offering date; 

(3) Neither the issuer nor a significant subsidiary has had a material default during 
the last seven years, or for the period of the issuer’s existence if less than seven years, in 
the payment of (i) principal, interest, dividend, or sinking fund installment on preferred 
stock or indebtedness for borrowed money, or (ii) rentals under leases with terms of three 
years or more; 

(4) The issuer has had consolidated net income, before extraordinary items and the 
cumulative effect of accounting changes, of at least $1,000,000 in four of its last five fis- 

cal years including its last fiscal year; and if the offering is of interest bearing securities, 
has had for its last fiscal year, net incomegbefore deduction for income taxes and depreci- 
ation, of at least 1—1/2 times the issuer’s annual interest expense, giving effect to the pro- 

posed offering and the intended use of the proceeds. For the purposes of this clause “last 

fiscal year” means the most recent year for which audited financial statements are avail- 
able, provided that such statements cover a fiscal period ended not more than 15 months 
from the commencement of the offering; 

(5) If the offering is of stock or shares other than preferred stock or shares, the securi- 

ties have voting rights and the rights include (i) the right to have at least as many votes per 
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